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KEY ECONOMIC INDICATORS 
All values in millions of U.S. $ unless otherwise stated (1) Exchange rate as of December 31, 1974 
Data for end of period unless otherwise indicated U.S. $1.00 = 56.112 pesetas 
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A B C 0D E 
ITEM 1972 1973 % Change 1974 % Change 
1973/72 (B/A) 1974/73 (0/8) 
NCOME, PRODUCTION, EMPLOYMEN 
NP at Current Prices 45,919.6  61,331,3(est) +20.2(2) 74,642.3(est) 
N2 at Constant 1964 rices 27,647.9  33,148.4(est) + 7.9{2) 34,950.4{est) 
Capita GY?, Current Prices (Dollars) 1,324.3 1,753.5(est} +32.9(2) 2,119. 0{est) 
Indices (Trend): 
Indust. Prod, {1962=103) 
Wages (1967=100) 
Investment in Plant & Equipment (1962=100) 
Retail Sales-Dept.Stores (1963=100) 857.2 
Employment (1000 persons ) 13, 164, O(est) 
Avg. Monthly Unemployment Rate 87 1.47 
Steel Production (1000 tons) 4 10, 489.8 
Cement Consumption (1000 tons) A 21,520.0 
New Car Registrations (units) : 595, 176.0 
Electric Power Consumption (Hil. Kwh) ; 69,472.7 


339.0 +10,5 
235.0 +19,5 
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MONEY AND PRICES 

Money Supply 16, 441.7 2,476.7 ‘ 26,538.6 

Private Bank Credit 24,310.5 35,251.6 0.! 4h 646.9 

Public Debt Cuts tanding : 8,777.4 .6( N/A 

External Debt . 39, ‘ 2,400. 0(est) 

Central Bank Discount Rate 07 6.0% ~ 7.0% 

Cost of Living (1968=100)(Trend) ; 2 4.2 177.0 +17.8 
Wholesale Prices (1955+100)(Trend) : 274, 15,9 323.5 +17.8 


BALANCE OF PAYMENTS AND TRADE 
Official Reserves 
BOP Current Account 
Balance of Trade Deficit 
Exports, FOB 
Exports to U.S, 
U.S. Share 


or 
7 


+35, 
Zs 


2(3) 6,002.3 -11,3(3) 

956.7 «2ee -3, 089.8 -455.0 

4,403.9 +50.9 -8, 336.9 +89,3 
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5,127.6 +39.0 7,091.3 +38 
710.1 +18.0 831.2 +17 
13.82 - 11.7% - 
EEC Share AZ 47,87 - 47,47 ° 

Imports, CIF 1.0 9,533.4 +44 4 15, 425.2 +61, 
Imports from U.S. 1,042.0 1,536.0 +47,4 2,381.7 +99, 
U.S. Share 15.87 16.1% - 15,42 - 
EEC Share 42 02 43,07 - 35.9% - 


Principal Imports from U.S. - Jan-Sept 1974 (Millions of Dollars): Corn $355.1; Oil seeds (primarily soybeans) 
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chemicals $94.7; Coal and solid fuel $83.8, 
Principal Exports to U.S. - Jan-Sept 1974 (Millions of Dollars): Footwear $144.2; Canned vegetables $53.1; Natural 


and synthetic rubber $36.9; Tires 36,3; Petroleum oils other than crude $24.3; Leather goods $19.0; Wines $18.4. 
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NOTES: (1) Calculations based on following peseta to dollar exchange rate conversions: Column A, 54,47 to 1; 
Column 8, 58.02 to 1; Column 0, 57,78 to 1, 

(2) Percentage change based on original data in pesetas. 
(3) As expressed in dollar terms, 

SOURCES: "Spanish National Accounts" 1972, Instituto Nacional de Estadfstica (I.N.E.); "Indicadores de Coyuntura," 
I.NE., February 1975; "Monthly Bulletin," Bank of Spain, February 1975; "Informacién tstadfstica 1973," 
Ministry of Finance; "Bank of Spain Annual Report," 1973; "Foreign Trade Statistics" from the Ministry of 
Finance, December 1974, 


SUMMARY 


There are few bright spots in the Spanish economic outlook for 
1975, at least when viewed against Spain's development over the 
past decade. But compared with the United States and most of 
the countries of Western Europe, there is still much about the 
Spanish situation that is relatively favorable. Economic 
growth of two to three percent is expected in the current year, 
foreign exchange reserves remain high, though under considera- 
ble pressure, and the Spanish Government continues to encourage 
foreign investment. 


At the same time inflation (which reached 18 percent in 1974) 
has become a major problem, unemployment has increased to 
worrisome levels, and the labor scene is more unsettled than 

at any time in over ten years. The effects of the worldwide 
slowdown in economic activity reached Spain only belatedly, but 
there is no doubt that the country faces a serious economic 
Situation which, if less severe than elsewhere, is nevertheless 
posing major difficulties for Spanish policy makers. A variety 
of fiscal and incomes measures taken in early April gives some 
indication of the growing concern over the direction of the 
Spanish economy. 


Spain in recent years has become increasingly linked through 
foreign investment, tourism, emigrant workers, and an expanding 
export sector to developments abroad. How the Spanish economy 
finally performs in 1975 will, to a certain extent, be 
dependent on the rate of economic recovery in the US, West 
Germany, the UK and elsewhere, but the present situation is 
such that it is impossible to envision any return to the pre- 
1974 rate of development until 1976 at the earliest. In the 
meantime the Spanish, like most others, are attempting to deal 
with the twin problems of recession and inflation, and until 
now have chosen to emphasize the former at the expense of the 
latter. While there are some factors tending to reduce the 
rate of price increases, the upward pressure has far from 
spent itself and the effect on the 1975 cost of living and on 
Spain's balance of payments situation is likely to prove more 
injurious than expected. 
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The slowdown in Spanish economic growth by no means implies a 
less attractive market for US exports. Demand for agricultural 
products and capital equipment and machinery should remain 
sufficiently strong to insure that Spain continues to be one of 
the best markets anywhere for American products. Excluding 
petroleum products, Spanish imports rose 39 percent in 1974. 

US exports to Spain were up 55 percent over 1973. 


CURRENT SITUATION AND ECONOMIC TRENDS 


Respite for Spain's "Economic Miracle" 


Spain's remarkably good growth rate for 1974 (GNP of 5 to 5.5 
percent in real terms) is a misleading figure in assessing the 
outlook for 1975. From the middle of 1974 on, a variety of 
indicators combined to show a very different picture from the 
first half of the year, and by the start of 1975 the annual 
economic growth rate was estimated at anywhere from zero to 
two or three percent. Industrial production in December was 
slightly less than 12 months earlier, auto sales were down 
noticeably, and inventories were on the increase. Government 
goals announced at the end of October had called for 1975 
growth of 4.5 percent, unemployment of less than two percent, 
a reduction in the level of inflation of as much as four per- 
centage points, and an improvement in the country's trade 
balance. Less than four months later, no one expected any of 
these goals to be met. 


Unemployment is officially just over two percent, but there is 
reason to believe that the actual figure may be higher. The 
decline in economic activity elsewhere in Western Europe has 
meant fewer job opportunities for Spanish workers, and emigra- 
tion figures have reflected this, but the number of returning 
workers is still not considered a problem. Some parts of 
Spain, particularly the south, and certain economic sectors, 
such as construction and agriculture, have been particularly 
hard hit by unemployment. 


The possibility of achieving a 4.5 percent growth rate in 1975 
has been written off, and the question now is whether three 
percent is possible. Businessmen reacted to the declining 

level of activity in the second half of 1974 with probably 
excessive pessimism, fueling an already deteriorating situation, 
but there are glimmers of improvement in their outlook over the 
long term. Consumer demand is expected to remain fairly strong. 
Among a series of economic measures taken by the government in 
early April is one authorizing wage increases at least equal to 
rises in the cost of living and in some cases up to three per- 
cent more. This move, meant to control inflation, should help 
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to ensure a continued high level of demand. Salaries during 
1974 averaged some 26 percent above the previous year. The 
labor scene has become increasingly troubled with strikes, 
centered mainly in the northern industrial areas, during the 
past six months. While still illegal, such strikes are 
increasingly tolerated. The government is currently consider- 
ing granting a modified right to strike. Labor can be 
expected to play an increasingly important roll in 1975 and 
beyond. 


The Central Government budget was set initially at 18.9 per- 
cent over that of the previous year and 11.2 percent above 
estimated 1974 expenditures. Between the budget, social 
security payments, and the expenditures of a variety of 
officially controlled administrative and commercial organi- 
zations, the government is in a position to exercise broad 
control over the level of activity of the Spanish economy. 
Government and quasi-government expenditures can, in fact, 
amount to as much as 45 to 50 percent of GNP. It is expected 
that the government will use its position to ensure at least 
a modicum of economic growth in 1975. In 1974 an unevenly 
implemented monetary policy probably helped to accelerate the 
slowdown in the economy. In the fall of the year the money 
supply became excessively tight, credit dried up, and a large 
number of firms were seriously hurt. So long as growth 
remains the overriding goal in 1975, monetary authorities can 
be expected to do whatever is necessary to avoid the credit 
squeeze of the previous year. 


The Biggest Problems: Inflation and the Balance of Payments 


Relatively easy money and an expansive fiscal policy should 

be sufficient to ensure that the economy does not stagnate 
completely in 1975 as has happened recently in a number of 
other industrialized countries. But a case can be made that 

a more pressing problem is inflation, and the Spanish Govern- 
ment has begun to respond. Following a 14.2 percent rise in 
the cost of living index in 1973, prices rose an additional 
17.8 percent in 1974, and through February of this year the 
index rose a further two and a quarter percent, compared to 
0.9 percent in January and February 1974. The leveling off 

of prices for oil and other raw materials coupled with the 
general slowdown in the Spanish economy should have a dampen- 
ing effect on Spain's rate of inflation in 1975, but so far 
there are indications that internal inflationary pressures 
have far from spent themselves. High wage demands aimed at 
keeping pace with increases in the cost of living are now 
assured and will continue to contribute to the upward movement 
of costs and prices well into 1975 or beyond, despite recently 
expanded price control measures. The eventual reduction of 





-6- 


the rate of inflation to a manageable level at least under 
10 percent is seen as a difficult and distant goal which will 
not soon be reached. 


Spain, like most non-oil producers, faces increasing diffi- 
culties with her trade account and overall balance of payments 
picture. The Spanish trade deficit in 1974 rose 89 percent to 
$8.3 billion, and there is good reason to believe that it will 
be at least as large in 1975. The number of tourists visiting 
Spain declined 12 percent in 1974, although foreign earnings 
were estimated to have increased 1.6 percent (through October). 
There are good arguments why 1975 should be a poor year for 
Spain's tourist industry, but so far bookings are said to be 
quite good, and exactly what success the industry will have 
remains to be seen. In January of this year the number of 
visitors declined a further 3 percent from the January 1974 
figure. Remittances from emigrant workers are expected to 
decline again in 1975 as they did in 1974. 


Spain's foreign reserves dropped some $800 million in 1974 to 
a still high level of $6 billion. In the first two months of 
1975 they declined a further $300 million. Foreign borrowing 
in 1974 was well above the level of previous years, but the 
Spanish foreign debt remains relatively quite low. With 
reserves under pressure, more borrowing of comparatively large 
amounts can be expected in 1975. The peseta in recent months 
has appreciated slightly against the dollar and declined in 
terms of most European currencies. 


The combination of inflation and declining reserves cannot 
forever be overlooked, no matter how strong the desire or 
pressing the need to insure continued economic growth. The 
Spanish economy is not really facing a crisis in 1975, but it 
has arrived at an important crossroads. If the rather moder- 
ate economic measures announced in April fail to curtail price 
increases and the drain on reserves, considerably more 
stringent measures may be necessary, even before the end of 
1975. Spain is still in better shape than many or even most 
of the industrialized countries of the West, and the medium 

to long term economic outlook remains bright. But the present 
difficulties ensure that 1975 and perhaps much of 1976 will 
not be easy. 


IMPLICATIONS FOR THE UNITED STATES 


The slowdown in the Spanish economy, which affects investment 
decisions as well as economic activity generally, does not 

augur well for large increases in sales of US industrial exports 
to Spain. During 1974 Spanish imports from the US increased 
from $1.5 billion to $2.4 billion, an increase of 55 percent, 





-7- 


with price inflation playing a major role in the surge. The 

US share of the market, however, continued to decline, dropping 
from 16.1 percent in 1973 to 15.4 percent in 1974, although the 
rate of decline was less than in the recent past. Concerned 
over the balance of payments situation, the Spanish Government 
has reinstituted import quotas on a variety of items which had 
earlier been freed from quota restraint. If the balance of 
payments continues to deteriorate there undoubtedly will arise 
pressures for additional measures to restrain imports. 


Under the circumstances, significant gains in export sales in 
this market will be hard won. Nevertheless, Spain remains a 
prime market for US goods. Such lines as electronics, metal 
working and finishing machinery, and anti-pollution and 
health care equipment offer particularly attractive prospects 
as do printing, graphic arts, and various data processing 
equipment. Scheduled promotional events during the period 
include a technical sales seminar in metal working and finish- 
ing in Bilbao and a catalogue show in anti-pollution equipment 
in Madrid, tentatively programmed for September and October, 
respectively. 


Spain also remains a most receptive country for foreign 
investment, and opportunities for US investors continue to be 
attractive. The laws concerning foreign investment were modi- 
fied last November, but the modifications served chiefly to 


clarify existing legislation and had a negligible, if any, 
effect on the attractiveness of the Spanish investment climate. 
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CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information 
on most trading partners of the United 
States is available from the Office of 
International Marketing, U.S. Depart- 
ment of Commerce. 

The Office is organized geographically 
with a Country Marketing Manager 


Area Extension 


Africa 
Central Africa 
East and South Africa 
West Africa 


3904 
4927 
4388 


Europe 

Canada and Benelux 
countries 

France 

Germany and Austria 

Italy and Greece 

Nordic countries 

Spain and Portugal 

Switzerland, Yugo- 
slavia and Turkey 

United Kingdom 


3848 
4504 
4414 
3944 
4601 
3957 


2795 
3713 


responsible for a country or group of 
countries as listed below. Assistance 
or information about marketing in 
these countries may be obtained by 
dialing these key people directly: 
202-967 plus the given extension 


Far East 
Australia and New 
Zealand 
East Asia 
Japan 
South Asia 
Southeast Asia 


3646 
5401 
2427 
3137 
3875 


Latin America 

Brazil 

Caribbean countries, 
Venezuela, and 
Colombia 

Mexico, Central 
America and 
Panama 

Remainder of South 
America 


5427 


2995 


5020 


2428 


Special units within the Department of Commerce have been created to 
deal with the particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 
Near East 


5737 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia, Syria, United Arab 
Emirates, Yemen Arab Republic 


Iran, Israel, Egypt 


Bureau of East West Trade 


Eastern Europe 
USSR 
Peoples Republic of China 








